N holds that occurred between 1983 and 1989, and analyzes the role of several demographic and economic factors in contrtbuting to the changes. It makes use of the Federal Reserve Board's Survey of Consumer Finances, which is one of the few sources of time-series information on household wealth that reports asset holdings of individual households for a sample of the entire population. The period from 1983 to 1989 is a convenient and useful period to study, because it corresponds approximately to a single economic period: the economic expansion that began in November 1982 and ended in June 1990. Academic and popular interest in distributional issues has increased in recent years, and the 1980s have attracted particular attention in the popular press, although most of the attention has been given to changes in the distributions of income and wages.
The article first describes the data in some detail and then the measures of inequality. The third section reports changes in wealth holdings for U.S. households, cross-classified in several ways. This is followed by analysis of the changes in the distribution of wealth, including investigation of some possible explanations for the changes. The final section describes the wealth holdings of the richest 1 percent of U.S. households, who have a large share of total household wealth and whose holdings have been given special attention in previous research.
TIlE SIJRt;JTJY OF fl~tLt~iM1t~b iFtnt~9avtnt
The Survey of Consumer Finances is conducted by the Survey Research Center of the University of Michigan for the Federal Reserve Board. It was taken at six-to-eight-year intervals between 1962 and 1983, and at three-year intervals since then. The most recent available surveys that are also useful for analysis of the distribution of wealth are those for 1983 and 1989) These surveys are partly longitudinal; some households were interviewed in both years, but they are not identified on the 1989 public-use tape.
In both of these years, the survey has two samples. The larger is a cross-section chosen randomly to represent the entire population of households. It consists of 3,665 households in 1983 and 2,277 in 1989.2 The smaller is a "high-income" sample of households expected to have unusually large wealth holdings. Because the wealthiest 1 percent of households hold over a quarter of total household wealth, a national sample of households will therefore give little information about a large fraction of household wealth, The additional high-income sample was intended to overcome this limitation. It was selected from IRS records. Households selected were first asked if they would participate in the survey, and then interviewed if they were willing. Procedures were followed to insure confidentiality; the IRS did not know which households participated. There were 438 households in the high-income sample in 1983 and 866 in 1989.
The surveys are very similar but not identical. The 1983 survey, for example, reports calculations of the present value of Social Security benefits and private pensions expected by workers who are at least 40 years old and have not yet retired. These calculations are based on assumptions about future labor force participation, wages and inflation, 
Measuring Long-Term Trends in Wealth
Wealth is the value of assets accumulated over long periods, and changes in total wealth and its distribution over short periods of a few years provide incomplete inforunation about individual well-being. The Surveys of Consumer Finances provide the best recent information for different points in dune, but it is still difficult to analyze long-term changes in the distribution of wealth with these surveys. The only previous Federal Reserve survey with a comparable sample, including high-wealth households, is the 1962 Survey of the Financial Characteristics of Consumers (SFCC). Wolff (1987 Wolff ( , 1994 has compared the 1962 and 1983 data and finds little change in the distribution over that period as a whole for measures of wealth that include owner-occupied housing, but an increase in concentration for narrower measures limited to financial assets.
The 1977 survey has much less information on wealth holdings than the later surveys. It primarily reports on the credit experience of households, and is in fact entitled the Survey of Consumer Credit (SCC) rather than the Survey of Consumer Finances. It does not include all wealth categories, omitting some that are important, such as holdings of unincorporated or closely held businesses. The wealth holdings in each category are reported in brackets, with a top bracket of $200,000 or more, while the later surveys report holdings to the dollar. It is therefore difficult to compare 1977 with the later years. (Analysis of the 1983 SCF shows that the results are quite sensitive to whether the data are bracketed and what convention is used for the top bracket.) Also, the period between 1977 and 1983 includes two very different economic experiences: three years of accelerating inflation and economic expansion between 1977 and 1980, followed abruptly by back-to-back recessions and unanticipated disinflation during the early I 980s.
These limitations are worth mentioning because comparisons of the 1977 and 1983 surveys atnracted substantial press attention when the data from the 1983 SCF were first available; a comparison published by the Joint Economic Committee appeared to show a dramatic increase in concentration. The increase turned out to be due to an apparent error in reporting the holdings of one wealthy household (Curtin, Juster and Morgan, 1989 , discuss this and other individual observations with questionable responses). The more fundamental problems with comparisons are the differences in coverage of wealth and reporting procedures between the two surveys.
For more extensive descriptions of these surveys, see Avery and others (I 9 84o1, Avery ond [lliehuuseo (1916) , Avery, Filiehousen ord Keonickell (1988) , Keraickell ond Shock-Murquez (1992) and Kennickell mud Woodburo (1992) .
among other factors. The 1989 survey does not contain these calculations; it reports only the payment amount of a private pension. For 1983, locational information has been made available on the metropolitan area or county level for the cross-section sample (not the high-income sample), while for 1989 no geographic information has yet been provided on the data tape, although it was collected. Regional information will be released for 1989 in the future. Geographic information would obviously be useful for analyzing some components of wealth, notably real estate. 1
With a survey design combining a random sample of all U.S. households and a separate sample of the top few percent of the wealth distribution, it becomes important to weight the individual observations appropriately so that the sample households adequately represent the universe of all households. Analysts at both the Survey Research Center and the Board have devoted substantial attention to the issue of weighting. Both surveys include weights for individual households on the basis of the national cross-section sample and the combined sample. The choice of weights can affect the results, as will be seen later in this article. information on both assets and liahih'ties, most of which is used in this analysis. The data in the surveys also pose some problems for analysts, particularly with respect to comparison with other surveys and the process of weighting the sample observations to represent the nation as a whole, Assets reported in the SCF include both financial and real assets. Financial assets consist of household holdings at depositorv institutions in the form of checking accounts, savings accounts, money market accounts and certifIcates of deposit; holdings of publicly traded corporate stock; bonds ofvarious kincls, including government bonds, U.S. savings bonds, corporate, municipal and foreign bonds; holdings of mutual funds; retiretncnt accounts, such as iRAs and Keoghs; trusts; the cash value of life insurance policies; the current value of thrift-type pensions; and debts owed to the household.
riaNad-if
As noted previously, the SCF also provides information on other private pensions that the household expects to rcceive in the future and (in 1983 only) Social Security benefits, even though the household cannot convert theen to cash, Real assets include: owner-occupied housing; other real estate, such as apartment buildings and office and commercial buildings; unincorporated, closely held businesses; automobiles; boats and airplanes; and collectibles such as coins, staunps or objets d'art.
The surveys do not include consumer dterahlcs besides automobiles and other vehicles, although the debt incurred to buy consuaner durables is reported as a liability. The rationale for this is that consumer durahles are generally held for usc, not as a store of wealth. Estimating the value of consumer durables is also difficult, Nonetheless, thcy do constitute part of the possessions of households, perhaps a substantial part for lower-income households. They can he taken into account either by attcmpting to estimate their value (a procedure followed by Wolff, 1987) , or by excluding the debt incurred to buy them as well as their value on the ground that the total value of all consumer durables is likely to be at least as large as the remaining debt on them, for most households. The latter is the simpler procedure.
Automobiles appear to be in an intermediate category. They are probably not held as a store of value, but the)' can he converted to cash much more easily than other consumer durables.
Liabilities consist of home mortgage debt, including: home equity lines of credit; debt on other real estate; lines of credit other than houne equity loans; outstanding credit card debt; amounts owed on automobile loans; money owed to a business owned by the household; money borrowed against life insurance or other savings or retirement plans; and money owed to a cash or call money brokerage account, It is possible to construct several different definitions of wealth froen the SCF, and analysts have done so. In this article, the basic definition includes all of the assets and liabilities in the SCF except the present value of pensions now being received and expected, wvhich is reported in full only for 1983.' The difference between these assets and liabilities svillhe referred to as 'net worth" or "wealth" without further qualification. This definition is the same as that used by Ncnnickell and Shack-Marquez (1992) , except that they exclude miscellaneous assets (mainly collectibles) in 1983 hut not 1989.1 It differs from Wolff's (1994) preferred measure, termed "ncr worth," in two ways: Wolff excludes miscellaneous assets and the value of automobiles (but includes autoonohile loans). Wolff also reports a measure that includes the value of automobiles, termed "net worth plus autos," which is closer to the preferred measure in this article, and "financial net worth" (excluding both the value and the mortgage on o\vner-occupied housing as well as automobiles from net worth),
Other analyses have used both broader and narrower uneasures. which complicates comparisons hetmvecn sttodies, Wolff (1987) includes miscellaneous assets for 1983, and reports five measures, ranging from an inclu- With a survey design combining a cross-section sample of all U.S. households and a separate sample concentrated in the top few percent of the wealth distribution, it becomes important to weight the individual observations appropriately so that the sample households adequately represent the universe of all households. Analysts at both the Board and the Survey Research Center have devoted substantial attention to the issue of weighting, and have developed alternative weights, which are commonly referred to as FRB and SRC weights, respectively. In 1983, the FRB and SRC weights differed primarily in the way that they combined separate weights for the cross-section and the high-income samples.°A fter the initial weights were developed, a second set of FRB weights was constructed when 1982 individual income tax data suggested that the high-income sample may have been given too much weight. These are known as the ""FRB extended-income" weights.' Alternative weights have also been constructed along a second dimension: whether the sample was ""blown up" to the U.S. total on the basis of the 1980 decennial Census or the 1983 Current Population Survey (CPS). Most recent studies have used 1983 CPS weights, but these were not available on data tapes until after 1985; both Avery and others (1984a, 1984b) and Wolff (1987) The total asset and liability values in the SCF differ from information in other sources in both 1983 and 1989. In particular, there are substantial differences between the SCF and the FOF, published by the Federal Reserve Board, which reports aggregate data over rime on the composition of national wealth, In several categories, the SCF total is much smaller. There appears to be general agreement that the SCF is a better source for the current values of owner-occupied housing and unincorporated businesses, but differing views on the relative accuracy of the data for financial assets and liabilities. The conceptual differences in coverage are analyzed most extensively by Avery, Elliehausen and Kennickell (1988) with reference to 1983, and by Antoniewicz (1994 and 1992 . Wolff (1987 , 1994 ) also discusses the differences and compares them for both years.
Analysts have reached different conclusions about the relative merits of the two surveys and followed different procedures in adjusting for these discrepancies. Wolff (1987 Wolff ( , 1994 households by the ratio of the aggregate totals for the SCF and the FOF. Avery, Elliehausen and Kennickell (1988) , Avery (1989) and Curtin, Juster and Morgan (1989) have argued that the SCF is more likely to be accurate for 1983 than the FOF in most instances. They conclude that total assets and liabilities in most categories are similar when the data are reported on the same conceptual basis. Avery (1989) points out that the FOF figures for households are computed as balancing residuals, and thus are sensitive to measurement errors for every other sector. He also notes that totals for broad categories of assets, such as bonds, are often closer than for sub-categories such as federal bonds or municipal bonds, and suggests this may result from misclassification.
If holdings of the sub-categories are not uniform across the wealth distribution, adjustment may distort the measured degree of inequality. Neither Avery and others (1984a, 1984b) , Avery and Elliehausen (1986) nor Kennickell and Shack-Marquez (1992) adjust the SCF data. Smolensky (1989) reviews the issue for the 1983 data and concludes that the SCF is likely to be the better data source, partly on the general grounds that cross-section surveys usually employ state-of-the-art methodology, while time-series data collection and processing change slowly for an ongoing series, for good reason but perhaps at the cost of failing to capture changes in the economy.
Several basic differences between the SCF and FOF apply to all asset categories. The FOF "'household" sector includes nonprofit institutions and personal trusts as well as households. Wolff uses a 1980 estimate for households alone, relative to the FOF for that year, to adjust the FOF for 1983 (and apparently also for 1989), Avery, Elliehausen and Kennickell use Federal Reserve Board estimates of the '"real" households within the FOF sector to adjust the FOF totals. In addition, the data refer to slightly different periods. Analysts also differ in their calculated SCF totals for individual asset and liability categories because they have used different weights. Wolff (1987) uses weights for the 1980 decennial Census, which blow up the sample to 79.8 million households, while Avery, Elliehausen and Kennickell use weights based on the 1983 CPS, which blow up the sample to 83.9 million households. In anost cases, Avery, Elliehausen and Kennickell report a larger total for the SCF, and therefore a larger SCF/FOF ratio. Some of the differences are substantial: Wolff calculates mortgage debt at $704 billion, or 63 percent of the FOF total, for example, while Avery, Elliehausen and Kennickell calculate it at $975 billion, or 92 percent. In this article, the 1983-based weights are used and the calculated SCF totals are usually closer to Avery, Elliehausen and Kennickell than to Wolff.
The larger discrepancies occur on the liability side in both years. They are so large that adjusting individual household data for the difference between the SCF and FOF leads to some rather odd results, especially for households which report large consutner debt, Adjusted wealth for these households is sometimes large and negative, while unadjusted wealth is large and positive. In 1983, for exannple, the 10 poorest households on an adjusted basis included five with wealth over $1 million on an unadjusted basis; one household went from +$4.3 million to -S9.3 million. When assets and liabilities are adjusted, 17 percent of all households in 1983 and 13 percent in 1989 reported negative net worth. Wolff (1994) suggests that the differences in liabilities between the SCF and FOF probably occur because of failure to report a debt, rather than understatement by households which do report it; in that case, proportional adjustment is likely to misrepresent the position of households which actually report relatively large debt holdings to begin with. In his analysis of the 1989 SCF, he therefore adjusts assets, but not liabilities, to he consistent with the FOF. Given the much smaller SCF/FOF debt ratios for 1983, the same argument would appear to hold for that year as well, On balance, it seems best not to adjust the data, because the 1983-based weights are used and also because adjusting liabilities affects the individual household data so greatly. This article therefore uses unadjusted data for most of the analysis, but also reports resttlts with Wolff's adjustments on both sides of the balance sheet (his 1983 procedure) and with assets adjusted hut liabilities not adjusted (his 1989 procedure).
11 11 11 ul,.fl. 11 11 11 /~',~'utIc'~ev,a cc's, 5 sIr u" :5 Table 1 reports mean household wealth for 1983 and 1989 . The first panel uses unadjusted data for both sets of weights in each year. On an)' comparison, mean wealth increased between 1983 and 1989, but the magnitude depends on the weights chosen, The increase ranges from 520,000 to $34,000. The choice of weights is particularly important for 1983; the difference in mean wealth is alnnost $10,000. During the six years, mean household wealth increased by 13 percent to 22 percent. The first and last colunnns show wealth for the weights used by Kennickell and Shack-Marquez (1992) . The increase was 20 percent on the basis of these weights.
The sions were close to one-third of mean household wealth in 1983, and owner-occupied housing constituted about 30 percent of the remainder in both years, more than any other asset. Automobiles were the most widely held asset (84 percent of all households in both years). Among financial assets, corporate stocks comprised the largest share (19 percent in both years), and checking accounts were the most widely held (79 percent of all households in 1983 and 75 percent in 1989).
On the liability side, credit card debt was the most common form of debt in both years, but. home mortgages were almost equally frequent. Home mortgage debt accounted for over half of all family debt in both years. The lower panels show the ef'fect of adjusting assets and liabilities. Adjustment adds $36,000 to $37,000 to assets and $22,000 to $23,500 to liabilities in 1983. It is less important in 1989, however, adding $21,000 to $23,000 to assets and $7,000 to liabilities, Using the adjusted data, increases in mean household wealth are smaller in both percentages and amounts. Home equity accounts for about one-third of the increase in the unadjusted data ($7,000 to $9,000), but over half ($15,000 to $17,000) when both assets and liabilities are adjusted.
The table also show-s mean household income, which is a pre-tax figure reported by the respondent. The SCF asks about total income and also income from various sources. In many cases, the sum of the latter does not equal the total. The most common examples of the first type are the Lorenz curve and its companion, the Gini coefficient, which are often used to measure the distribution of income. l'he distribution of wealth is usually measured by a concentration ratio, such as the share of total wealth held by the richest 5 percent or 1 percent of all households, because it is so highly skewed, Concentration ratios have also been popular because one of the few time-series measures of wealth is the estate multiplier, which is a method of estimating the wealth of the richest households from estate tax returns, which are filed mainly by well-to-do individuals, and mortality tables to estimate the holdings of well-to-do living households.
The SCF provides information not only about wealthy households but also about the broad middle class and the poor.'°The Lorenz curve and the Gini coefficient can he used to describe the distribution of wealth among all households in the SCF in exactly the same way as they are used to measure the distribution of income in household surveys.
A schematic Lorenz curve is shown in Figure 1 . It depicts the total number of households on the horizontal axis and their total wealth holdings on the vertical axis, To construct the Lorenz curve, households are first arrayed in ascending order by wealth. Then the cumulative total wealth is calculated, beginning with the poorest household and ending with the richest one, These values are plotted for each household on the diagram, and then connected to construct the curve, Thus, for example, the first point on a Lorenz curve might represent one household with wealth of $10, the second point might represent two households with total wealth of $21, and so on, Any given point on the curve shows that the poorest x percent of households own y percent of all wealth in the society.
Two limiting cases are easily shown and may clarify the concept. If the distribution of wealth is perfectly equal, then evea'v household has the sante amount of wealth, and the Lorenz curve is the diagonal line running from the origin at the lower left at a 45-degree angle to the point in the upper right corner of the diagram representing the total number of households and their total wealth, At the opposite extreme, if all wealth belongs to one household, then the Lorenz curve lies along the horizontal axis until it reaches the point representing the total number of households; the Lorenz curve then becomes the vertical line on the right side of the diagram.
The Gini coefficient is calculated from the Lorenz curve as the ratio of the area between the diagonal and the Lorenz curve over the 
Gini coefficient is therefore bounded by zero and 1. If the distribution of wealth is perfectly equal, the Lorenz curve hes along the diagonal, the value of A is zero, and the Gini coefficient is zero. If one household owns all the wealth, the area under the Lorenz curve is the same as the area between the diagonal and the x-axis. the ratio is 1.0 and the Cmi coefficient is unity. The greater the concentration of wealth, the closer the Gini coefficient is to unity. With weighted or bracketed data, the Lorenz curve consists of a series of straightline segments, with the length of each segment being the weight of the observation, The 1983 and 1989 SCF contain more than 4,000 and more than 3,000 observations, respectively, so the line segments approximate closely to a curve and the area B approximates to the integral of the Lorenz curve. The Gini coefficients reported in this article are calculated from the line segments. The area A is the sum of the areas above the line segments and below the diagonals. The determination of whether there has been an increase in inequality depends on the choice of weights. For the broadest measure of wealth, and using unadjusted data, the change from 1983 to 1989 varies from -0.002 to +0.027. The Gini coefficients differ by 0,017 for the two sets of-weights in 1983, and by 0.012 in 1989. The standard errors of these Gini coefficients, shown in italics in Table 2 , are large enough to cast doubt on whether there was an increase in inequality over the period. To analyze the significance of the difference in the Cmi coefficients, bootstrap estimates of standard errors were calculated using 1,000 replications." The difference between the 1989 and 1983 Gini coefficients was positive in 920 cases when B3016 and X40125 were used as weights, and in 992 cases when B3016 and X40131 were used. However, it was positive in only 479 cases when B3019 and X40125 were used, and in 785 cases when B3019 and X40131 were used. Finally, the weights for each year were averaged (a technique used by Wolff, 1994 , for the 1989 survey); in this instance, the difference was positive in 873 cases. These results indicate that the increase in inequality was more or less on the margin of significance. Whether the magnitude of the difference is politically or socially important is a matter for individual judgment."
By most of the other measures reported in Table 2 , the distribution of wealth became somewhat more unequal over the period. When first automobiles and then owneroccupied housing are excluded, all of the 1983-1989 comparisons show an increase in inequality, but the choice of weights still affects the extent of the increase,
In the remainder of this article, comparisons will be based on the weights used by Kennickell and Shack-Marquez (1992) .AIiw"na.flve Measures at t%"ereith
The broader the definition of wealth, the more equal is its distribution, in either year. Cmi coefficients are highest when automobiles, home equity and the present value of future pensions (in 1983) are excluded from wealth. They are lowest when these assets are included. Merely including automobiles in household net worth reduces the Cmi coefficient by about 0.02. Including home equity reduces it by about 0.10, as does including the value of future pensions. These assets are widely held, as previously noted, and they clearly represent a large share of the wealth of relatively low-wealth households.
Excluding consumer debt does not have much effect on the analysis. Mean unadjusted consumer debt was $2,000 in 1983 and $1,100 in 1989. Cmi coefficients are consistently lower when consumer debt is excluded, by 0.004 in both years. Since consumer debt is relatively more important for lower-wealth households, this is not surprising.
Acqu~s flea /i,s.s.ta4s and i.iaflflflTes
The table demonstrates the importance of adjustment, particularly on the liability side of the balance sheet. Cmi coefficients are all much higher, for each set of weights and each measure of wealth, by between 0.03 and 0.05 when liabilities are adjusted. As could be expected from the fact that the adjustments are larger in 1983, the coefficients for that year are raised' slightly more than the coefficients for 1989, and therefore the measured increase in inequality is generally smaller.
The results in Table 2 do not adjust for mortgage debt in 1983. The coefficient would be raised still further in 1983, by about a further +0.030, if mortgage debt were also adjusted as Wolff (1987) 
White, The S&L Delude, (pp. lID-it).
based on the unadjusted data. This may reflect the fact that the largest adjustment in 1983 is for savings accounts, which are widely held, while the largest adjustment in 1989 is for stocks, bonds and trusts. The increase in inequality is about double that based on unadjusted data.
nn. t3'ftAN'Cfl
A number of phenomena have been suggested as explanations for the changes in the distribution of wealth (or income) during recent years. It is possible to examine the effects of some of these phenomena and get at least a preliminary sense of their possible importance. Three in particular are worth attention: changes in asset prices; demographic changes; and the changing distribution of income.
To some extent, the changes in the distribution of household wealth may be attributable to changes in asset prices. Even if each household held exactly the same assets in 1989 and 1983, the distribution of wealth would have changed. Wolff (1994) suggests that such changes may have contributed significantly to the increase in inequality that he measures. He notes specifically that stock prices increased more than house prices, and stock ownership is more concentrated among high-wealth households. Table 3 reports commonly used price indices for almost all of the asset categories included in the SCF. Indices are not available for unincorporated businesses, but the change in their value may be approximated by the Russell 2000 and Nasdaq small-stock indices.
It is possible to measure the effect of these changes in asset values on the distribution of wealth by applying the indices to the 1983 holdings of each household. In behavioral terms, it is assumed that the household holds the same portfolio in both years, neither buying nor selling any assets, nor for that matter moving.
For most assets, the index can he simply multiplied by the reported 1983 value. In the case of owner-occupied housing, the change in the price of the house is not the change in home equity, for two reasons. First, for households with mortgages, home equity increases in percentage terms by more than the increase in the price of the home. The mean ratio of outstanding mortgage principal balance to house value was 23 percent in the 1983 SCF, and the mean equity was therefore 77 percent of house value. The full value of the increase in house value raises the owner's equity, so the mean home equity increased by 35 percent (27/77) instead of 27 percent. Second, it is assumed that the household continued to make mortgage payments during the six years; otherwise, it would default on the mortgage and lose the house, and thus change its portfolio. The mean remaining life of first mortgages was 15 years, eight months, in 1983; for second mortgages, it was seven years, 10 months. If homeowners continued to make mortgage payanents for the six years between the two surveys, then on average they paid off a non-negligible share of the first mortgage and almost all the second (unless it was a balloon mortgage). The mean reduction in the outstanding principal balance was 24 percent, and the mean increase in hoane equity was 7.1 percent. The net effect of all
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the assumptions is to raise mean home equity by 42 percent.
In Table 4 , the effect of these changes on the Gini coefficient is shown for several individual assets and combinations of assets. The wealth measure used in these calculations is unadjusted and includes automobiles.
The results suggest that changes in asset values as a whole had little effect on the distribution of wealth. The effect of changes for some individual asset categories were large. In three cases-stocks, unincorporated businesses (measured by the Russell Index) and owner-occupied housing-the coefficients change by more than the 1983 standard error, and are about as large or larger as the increase between 1983 and 1989. But the changes go in both directions and largely cancel each other. The changes in stock prices and unincorporated businesses both raise the Cmi coefficient, but the change in home equity lowers it, and has about twice the effect of either. Even though stock prices rose more than any other asset and stock holdings are concentrated among richer households, the rise in house prices increased the wealth of a broad range of middle-class households by enough to make the distribution of wealth more equal. The combined effect of the changes in all assets was to lower the Cmi coefficient slightly, by much less than its standard error.
The Cmi coefficients were also calculated using the 1983 SRC weight (variable B3019), and the results are basically the saene.
As a further check, 1989 was used as the base year for asset holdings, and values were deflated back to 1983. This is also shown in Table 4 . The results were consistent with those using 1983 as the base year. The most notable differences are that the effect of deflating stock values from 1989 back to 1983 was much smaller in absolute value, and the effect of deflating equity in owner-occupied housing was much larger, so that the effect of changing all asset values simultaneously is larger in absolute value. The combined effect of all the changes is again in the opposite direction from the change in the Cmi coefficient. There is also one qualitative inconsistency: Deflating investment real estate values from 1989 hack to 1983 has the "wrong" sign. as the base year, deflating real estate equity back to 1983 also has the effect of raising the Cmi coefficient and increasing inequality, whereas the opposite sign would be expected. Using either year as the base, changes in asset values do not generate an increase in inequality, because the changes in home equity more than offset the changes in the value of other assets.
Deasaaraahic
Changes in the composition of the U.S. population may also have contributed to the increasing inequality of the distribution of wealth. school education and corresponding growth in those with at least some college.
In most cases, the weighted percentages in the SCF parallel the percentages in the population, as measured by the Current Population Survey (CPS), conducted annually by the Census Bureau. There are some exceptions. The most important is in the categorization of households by race and ethnicity. The 1983 SCF data report much lower proportions of households in the smaller minority groups than does the CPS. This is apparently because race and ethnicity were determined in 1983 by the interviewer for the SCF, while in the CPS the respondent was asked to identify himself or herself. In 1989, both the SCF and CPS used the self-identification method, which is more commonly used. The CPS reports that persons of Hispanic origin amounted to 7.2 percent of all U.S. residents, compared to only 3.7 percent in the 1983 SCF. Asian and Pacific Islanders were about 1.6 percent of the population in 1983, and American Indians and Alaska natives were 0.6 percent, while the SCF reports 1.1 percent for both groups combined. The CPS and SCE are much closer in 1989: 8.8 percent in the CPS versus 7.7 percent in the SCF for the Hispanic origin population, and 3.7 percent in the CPS versus 4.3 percent in the SCF for other races. ' 3 There are also other differences in the age distribution and household composition, which will be discussed later. It is possible to get an idea of the importance of these detnographic changes on the distribution of wealth by changing the weights for each category of household, substituting the 1989 proportions for each group within the category for the 1983 proportions. This procedure represents the effect of changes for individual households in soane cases, such as age and household composition. People tend to add to their wealth as they age, and changes in household status, such as marriage, divorce or the death of a spouse may directly affect the household's wealth. In others it anay not. Individuals do not atatomaticallv increase their wealth by completing another level of schooling, for exaanple, although college graduates in general are richer than high school graduates. An adult who completes additional schooling is likely to benefit in the first instance through an increase in income, and then only gradually through an increase in wealth. For the United States as a whole, the effect of educational changes on the accumulation and distribution of wealth will also be felt gradually: New households formed by young adults with more schooling gradually supplant older households whose heads have less, and immigrants with relatively httle education arrive in the country. Nor does the overall change in the racial and ethnic composition in the survey correspond to the experience of individual households. Table 5 also shows the mean wealth for each group in the 1983 survey. The data in the table suggest that the change in the age distribution should reduce the degree of inequality, since the age group closest to the overall mean is almost the only group comprising a larger share of the population in 1989, while groups with higher and lower wealth declined in importance. Conversely, there 'was a decline in the ienportance of the household type closest to the mean wealthmarried couples with children-but in this case there were also declines in groups with both more and less wealth. All minority groups have mean wealth that is farther from the overall U.S. mean than the large white majority, so the growth of minority households should also increase inequality. In the case of education, the effect is uncertain because low-wealth groups declined in importance and high-wealth groups increased.
As Table 6 shows, most of these demographic changes would have contributed to an increased concentration of wealth, but the effects are sanali. All are less than time standard error for the 1983 coefficient, The largest effect is from the changing racial and ethnic composition of the population, hut this is suspect for the reasons discussed. None of the other denmographic changes accounted for as antech as a quarter of the change in the distribution of wealth. The changing age distribution by itself contributed modestly to a lessening of inequality, and the combined effect of age and household composition changes also reduced inequality.
The same tests for consistency were conducted for the demographic changes as for the changes in asset values, with similar
results. When the Gini coefficients were calculated with the 1983 SRC weight, the magnitudes and patterns of changes were basically the same. When 1989 was used as the base year, substituting the demographic characteristics for 1983, there were some differences, as can be seen in Table 6 . The change in household composition has a positive effect instead of the expected negative one, and the change in the age distribution has a much larger effect when 1989 is used as the base year. These results may derive from differences between the surveys. For both characteristics, the sample size in one category is much smaller in 3989 than in 1983, and the weighted proportion of the population in that category is larger in the SCF than the CPS in 1983, and smaller in 1989. Single males with children is the smallest household composition category. The sample size in 1989 is only 17, and the weighted share in the SCF is less than half the 1.1 percent reported in the CPS; in 1983, the sample size is 40 and the proportion in the SCF is enuch closer to the CI'S figure of 0.9 percent. l'here is also a very large difference between the two surveys in mean wealth for these households; in 1983, they are relatively poor on average and in 1989 they are above the mean for all households, with mean wealth alnmost three times as large as in 1983. The difference in saanple size suggests that the 1983 figure is likely to be more accurate. Similarly, "household heatl under 25" is the senallest age category, and also the poorest. The sample size is only 94 in 1989, and the weighted share in rime SCF is soancwhat senaller than the 5.5 percent reported in the CI'S, while in 1983 the sample size is 295 and the proportion in the SCF is larger than the 6.8 percent in the CPS.
These differences suggest caution in interpreting the results in Table 6 . To invest)-gate their ianportanee, weights were changed on the basis of each characteristic separately to match the 1983 and 1989 CPS for age and household composition, and the 1980 aamel 1990 decennial censuses for race and ethnicity. The inconsistencies in Table 6 did not appear. and the Cmi coefficients were generally close to those reported in the ton row of -.01497
The limitations should not ohsctere the basic conclusion. None of the results, using either year as the base or any set of weights, suggest that demographic changes contributed to the change in the distribution of wealth (with the dubious exception of the racial and ethnic changes). All but one of the separate and combined effects of age and household composition are in the direction of nmaking the distrihurion of \vealth more equal, and the effect of education changes is small. Both income and wealth (on nuost comparisons) were more unequally distributed in 1989 than in 1983. Indeed, as reported in the SCE, there was a greater increase in incoane inequality. The Cmi coefficient for income rose more than the coefficient for wealth by any eoanparison in Table 2 .
The association of these increases suggests that the changes in the distribution of wealth and income may have affected each other, and it is easy to juanp to the conclusion that the increase in income inequality caused the increase in wealth inequality, or vice versa, In fact, the relationship between wealth and income is complicated both theoretically aamd eumpirically. Part of a household's current income is derived from the assets reported in the SCE, especial))' for the richest households. and at the saane Cane part of the household's current income may be saved and add to wealth in the future. CI'S data show that the distribution of income became slightly more unequal from year to year between 1983 and 1989, while mean and median household income were rising, which might enable the richer households to add relatively anore to their assets. 'l'he interrelationships cannot be addressed systematically in this article. Nonetheless, it is interesting to look at how the relationship changed between 1983 and 1989.
There are several reasons why income and wealth might not he highly correlated in the SCF. The income reported in the survey is current income, which is not necessarily the household's normal or permanent income. Illness, windfalls and many other circumstances anay cause the household's income in a given year to depart from its usual level. Wealth, which is in part the accumulated savings from past income, is likely to he more highly correlated with permanent income than current income. The relationship between current income and wealth is also affected by the age of the adults in the household. Older individuals have higher wealth for given income levels than younger ones, both because they have had onore time to accumulate wealth and because, once they retire, their current income is low relative to their past income. Conversely, young adults typically have little wealth relative to their income." Despite these caveats, the relationship between income and wealth is strong. In Table 7 , household wealth has been regressed on income and the square of inconle for both years. The coefficients of determination are quite high. l'he relationship between ineomne and wealth was stronger in 1983 than in 1989, however, and also more elastic: The intercept is lower in 1983 and the coefficient of income is larger. (The coefficient of income squared is significant in both regressioums but its magnitude is too small to generate a measurahie departure from a simple linear relationship.)
The two regression lines cross at an income of about $33,800 (measured in 1989 dollars). This is the income level at which wealth is the same in the two years. The auedian household income was $24,300 in 1983 and $25,000 in 1989 (both also measured in 1989 dollars). Thus, upper-income households were not as wealthy at any given income level in 1989 as they were in 1983, while those at middle-and lower-income levels were wealthier in the later year. This is surprising, since the change in the age distribution shown in Table 5 might suggest that wealth would he lmigher for households at any given income level in 1989. It is worth noting that the change in the income distribution reported in the SCE is substantially greater than the change reported in the CPS, which has a much larger sample of about 57,000 households. Between 1983 and 1989, the Cmi coefficient in the CPS rose by 0.017, from 0.414 to 0.431. This is less than the increase for three of the fotor SCE comparisons in Table 2 . The comparison for which the changes in the SCF and CI'S are closest is also the comparison showing a very slight decrease in \vea)th inequality.
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This section adopts a different focus on the distribution ofwealth, Instead of looking at inequality across all households, it looks at the holdings and characteristics of the richest 1 percent of households (a group that has attracted interest among other analysts). The purpose is to see if the same households were rich in both years. Attitudes toward an increase in inequality may be different if the absolute level of wealth and the relative position within the distribution change frequently for individual households, especially if this occurs at the upper tail of the distribution, The SCE has been designed in part to answer the question of how individual households have fared over time, by re-interviewing some of the same households in 1986 and 1989 who were interviewed in 1983. iJnforinnately, it is innpossihle to track any individual households longitudinally because the information about re-interviewing has been suppressed in the 1989 public-use data tape. nousymoia Table 8 shows the deanographic characteristics of these rich households. Nearly all were white and nearly all were married couples, although the proportion who were members of minority groups rose from less than 1 percent to unore than 5 percent, and the proportion who were not married rose fi'om 10 percent to 16 percent. A substantial mnajority were college graduates. About three-quarters had no children, or at least none living at home. The median age of the household head was 58 in both years, but in 1989 there were enore relatively young households among the rich (17 percent compared to 10 percent in 1983), and fewer in the 55-64 age bracket, A more detailed classification (not reported in the table) shows that about half the households in the 45-54 age bracket had children in 1983, hut few households did at older ages. This suggests that by about age 50, the children of these fanmilies have grown up and left home.
Coanparison with Table 5 shows that these households are nmuch better educated and quite a hit older than the general population, and are disproportionately white. They are more likely to be married hut, perhaps because of their age, less likely to have children living at home, However, the precision of the percentages in Table 8 Table 5 and discussed in the previous section, the representation of tinese categories among the top 1 percent is likely to vary as well, and the proportions in these categories in Tahle 8 anay he suspect. The figure for minority groups in 1983 is especially suspect because of their underrepresentation in that year's SCE, as discussed earlier. Table 9 describes the components of net worth for these households. As the top panel shows, in both years unincorporated businesses constituted the largest share of their wealth, over one-third in 1983 and almost 40 percent in 1989. Comanercial and rental property accounted for about one-sixth in both years. The most surprising finding is the sharp decline in the importance of stock ownership, despite the stock market boom of the 1980s.
These patterns vary by age. In general, stocks are more important and unincorporated businesses are less important for older households. In 1983, for households under 65, unincorporated businesses were the largest component of net worth; for those 65 or over, stocks were, In 1989, stocks were the largest holding only for those 75 or over. At the other end of the age distribution, if young households did manage to qualify for inclusion aanong the very rich, they did it as owners of unincorporated businesses or perhaps, in 1983, as real estate investors.
The second panel shows the importance of the different assets to individual households: What was the most important asset in the portfolio of each rich household? Unincorporated businesses were the most important by this measure also in both years, although the proportion declined from 42 to 34 percent. Investment real estate was the most important asset for about one-fifth of the richest households in both years. Stocks declined by this measure as well."
The marked increase in the importance of mniscellaneous assets (collectibles, debts owed to the household, oil and gas leases) in both panels may result froan a change in the questionnaire. Nine more categories were listed separately in 1989, including future proceeds frpmn a lawsuit or an estate, royalties, deferred compensation, futures contracts, non-publicly traded stock, and cash not elsewhere classified, At the same time, however. the most frequently cited miscellaneous asset in 1983-boats----was anoved to the "vehicle" category in 1989, along with campers, airplanes and motorcycles.
Three times as many households reported owning miscellaneous assets in 1989 as in Given the importance of unincorporated businesses among the richest households, it is worth taking a brief look at the kinds of businesses they own. The SCF asks what the business does, for those in which the household has a management interest. In 1983, the most common classification was "professional practice," an unfortunately broad category including law, medicine, accounting and architecture specifically, and perhaps others as well. Some 22 percent of the richest households owning unincorporated businesses were in this category. The second most common classification, at 20 percent, was "other wholesale/retail outlets," including everything except food and liquor, restaurants, gas stations and direct sales. In 1989, real estate! insurance was much the most common, at 43 percent, but few-of the richest households were in these lines of business in 1983. "Other outlets" was the second most common classification, at 26 percent. In general, there is not much correspondence among the kinds of businesses owned between the two years, except in the broadest classifications.
Respondents were asked about the value of two actively managed businesses in 1983 and three in 1989, along with summary questions about other actively managed businesses in both years. Also in 1983, households in the high-income sample were not surveyed unless they volunteered to participate, while in 1989 they were surveyed unless they declined to participate. These differences may limit the comparability of the richest households between the surveys. All ether
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Taken at face value, the data on unincorporated business suggest that different households were in the top 1 percent in both years. The shifts in portfolio composition support the same inference.
wit
'
The distribution of wealth probably became slightly more unequal between 1983 and 1989, but this conclusion does not hold for all specifications analyzed in this article. The sign and magnitude of the change depend on how broadly wealth is defined, and on such technical issues as what weights are used and whether and how the data for individual households are adjusted on the basis of national balance sheet data.
No single explanathon appears to account for most, or very much, of the change in the distribution of wealth, Neither changes in II[YI[J asset values or broad demographic changes are very important. The high correlation between current income and \vealth suggests that the change in the distribution of wealth may minor the change in the distribution of income, hut the relationship between income and wealth became less pronounced over the period.
The analysis in this article can best be described as a preliminary exploration of the wealth data in the SCF, and it has considered fairly simple explanations of the change in the distribution, A nuanber of more specific and sophisticated issues may merit further analysis, based on the work to date:
(1) It is possible to look more closely at the effect of changes in household coanposition, particularly divorce and remarriage, since changes in marital status between 1983 and 1989 are reported for individual respondents in the 1989 SCF.
(2) The growing esnployment opportunities for women stnggest that it would be worthwhile to analyze the effect of the labor force status of both meanhers of married couples. Two-earner, two-professional couples (doctors manied to doctors or to lawyers, for example) appear to he growing in importance; these may be high-wealth households. More generally, the contribution of a second earner to household wealth can he studied in the SCF.
(3) The 1983 SCF illustrates the importance of pensions and Social Security in the portfolios, broadly defined, of households with relatively low net worth, It may he possible to extend these calculations to 1989, to investigate~vhether inequality is rising when they are included and whether lower-wealth households are substituting them for other types of assets.
Finally, it may he that the increase in inequahty is a cyclical phenomenon. As noted at the beginning of this article, the years from 1.983 to 1989 comprise most of a long economic expansion. The Census Bureau reports that the distribution of income tends to become more unequal during expansions. Gini coefficients for household income have risen in every year since 1968, except three: 1974, 1980 and 1990, all Reserve Board, April 1992.
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